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THE SETTING 



Introduction .■ nn u cv require a new 



sued. 



Assumptions: 

^^Ttions .overnin, this study -e. 
, ns-PRC normalization will contrnue. ^ e 



1. 
2. 

3- 

4. 



^oi°a^c S ^Uent to the HOC .ill 

and pW°?if ^^than *• o bj e=tive military 
to the ROC lf\^\H^T 5 themselves, 
importance of the weot- 

because of the 9"^ £ US involvement in Taiwan 
bilities some *°™ °Jj£ rtant to inhibit the possi 
will continue to be impo ^ lssue . 

of force being used o£ armS to 

Th e yL^biectives governing the supp 
the ROC are to: p ld inte rpret 

- avoid actions w hicl \ Nation" or which the 
as inconsistent with "normal atio n^ ^ .moment 

rtr^angraiToLunigue to normalize relations 
vith the PRC. of R0 C 
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— avoid actions which might lead the 
PRC to conclude that we no longer have an 
important interest in the security of Taiwan. 

A rms Supply and Taiwan's Security 

Along with the deterrent effect of the US-PRC 
relationship, the US security treaty and the remaining 
US force presence on Taiwan, ROC access to US military 
equipment is a major element in Taiwan's sense of security. 
As our China policy evolves, the relative importance of 
these elements will change- Access to US arras will 
become increasingly important to the ROC to the extent 
that other elements of Taiwan's security equation 
appear uncertain in its eyes. Specifically, the eventual 
withdrawal of all US troops or changes in the nature of 
our security commitment would have that effect. 

ROC willingness to rely less on military factors 
in assuring Taiwan's security has evolved to some extent 
as a result of the conditioning effects of our policy, 
but the evolution has been heavily dependent on the 
assumption of our continued commitment to Taiwan's 
" defense. Somewhat grudgingly the ROC has come to 
appreciate the deterrent value of the PRC's preoccupa- 
tion with the Soviet Union and the PRC's related inter- 
est in detente with the US. The ROC has thus shown 
increasing resignation to the inevitability of a growing 
PRC military superiority and has accepted reduction in 
US force levels on Taiwan, MAP phase-out and FMS cuts, 
and non-supply of F-4s. Nevertheless, the view which will 
continue to permeate ROC society for the foreseeable 
future is that the PRC remains an unregenerate enemy and 
"that the island's survival is dependent on possession of 
a credible military deterrent aiid a continued US commit- 
ment to Taiwan's security. 

A Political Approach to Arms Supply 

• Current circumstances necessitate an even more 
political approach to decisions on supply of arms to 
Taiwan. The nature and level of our arms supply will 
obviously affect normalization of our relations with the 
PRC, but it will also have a major impact on the ROC's 
tolerance of a changing political and security environ- 
ment. To date the pattern of our arms supply, while 
posing no major problems with Peking, has contributed 
significantly to the flexibility with which the ROC 
has adjusted to rather drastic changes in its status. 
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• *-■« t-Vio rur evolve, however, the ROC 
As our relations witn the ^ R ^^° Compensate for the 

Jns3 r r - ^ Qharpiy Changed -ROC Access 

level of supply, » hl *" J !!„" to further changes 
requests, could ease «* "^usto-nt " i would 

in the ROC-US relationship, ^eupwa^r^ _ 

disturb Peking. It could also con vey normaliza tion 

sion to Taipei atout ° u f " f ^ n ther in that 

to the politics of the Taiwan issue. 

j »„„==«= — Severely reduced access to 
• Kreatlv Reduced Recess - Seve reiy ioration o£ 

US equipment leading to an un ^ s ^sfthe danger of 
ROC Military cgglUtx;. .would £*»**„* iousiy 
setting off a trai>_ ot ae^ £ interests. This 

harmful to our (and P "*"* P £' coincided with other 
would be particularly true if t ^« imance would 

changes in our chlna :P o11 ?* „lpar evidence that we were 
be interpreted on Taiwan «*^ «£. Tha ?0 C 

^liSlar^flitary lexers would » .the quickest^ 

to arrive at such a D^gment, but the is SO ciety.- 

fundamental importance that the res tor faj . 

including Taiwanese °PP°"^?ar conclusion. The result- 
behind in arriving at ^ similar ^nclusx 
ant erosion of confidence could lead " ^ 

dissension which would ^^^^^^^of^opular 
current leadership, to severe */ t the ultimate 

unrest by a shaky 9° v ? rnin ^' ^^ivan. A panic- 
disintegration of social order °" ^ ith a deter iorat- 
stricken government ^efforts to oe , to change 

Talwan^r^ridfcal^trtus V n olve others i^its 
forthifstatf ^arfairs V :outd r confrLt us with serious 
problems at home and abroad. 

confiding in the us ^^arv nuclear capability. To 
uate^esl efforts ^e^e f b^n^i^nSsfr 
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j *. fhe CS because no 

?or the d evel °P m rcanadian heavy water . "^ed by us 
small "guarded canadi but was blocked n * cessary 

^^ulrin^hemical sepa " tl0n fa " 
to extract P»«~~ , ept ^ R oC in line ^ 

The inhibitions which n calcU i a tion that a 

, * w« cweot aside by a w-^ offect i V e substitute 
could be swept a aS an effective ver , it 

would still t 

a nuclear device.' 

. vckUiaLsJlisassisi nt to wh ich 

at any. given time ou norTO alizaU.on °f rei u 

Si arms supplies are oniY aspects of the and 

leUng on the other, as ^ ^ factors . 

situation in East MX . ^ support for 

Pekin, obvjW^^^IV* might c-se^ 
the ROC should be offered conclude that it is 

the P 01 ^/*™! Nevertheless, ^* r * " pre sence m 
accommodation. Nev nQt h our pre _ tQ be 

become likely. 
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with the. ROC will be monitored by , .PRC susp«xous 
about our ultimate rntcn ucn -J*™-^ the posi l 
Scnf^^i^tne^'who advocate norn, a li Z ation 
or lead them to a change in attitude. 

Parti cular PRC Sensitivities -- Given these various 
and sBinewhat conflxctHIijeSSIderatiojis. it se^s^ 
^Tn-inde^nitranf SoSS 1 ilitar^ -nvolve.ent with 
^ons would"tp P rarto\rpartI=u^rl y ° b o t herIo TO to 
Peking: 

— The introduction into Taipei's arms 

or modern amphibious equipment) ; 

- Tho creation in Taiwan of a domestic 

production capabilities) ; 

- The provision on a high priority basis of 

the rncj^fad^^ 

(e.g., F-15 aircratt, TV guided bombs, advanced 

ECM systems) ; 

— The rapid introduction of large quantities 
of weapons into Taipei's inventory (e.g., an ENHANC, 
PLUS type of program) . 

" An additional factor -laUng to |^ive|y^|dules 

est the ROC would be available ^r^elxvery. the 
%*^X££?™? = e e £ —a-^ven 
£uf ^s^hnThaS^fn^n.?^ nviron ent 
resulting from further progress ^^"^f 
Si^SoSS ^the^o^i Hf the ^capons on 

^r/oftheVea^^ 

circumstances . 
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£?KX> ™-»= «"SS T~S.f.. «. «ui »«• 1'" 

S^tSLTxc^-o^ security —* - 
with the ROC. 

Wiling intornational ^^SSS^lrd country 
is little Prospect of the ROC £n£^ t£ul< for example, 
kfan/o^^rrttons 1 apable -^^nsn iP^ 

spare us problems with the PRO ^ possibl y Italy ^re 
nrovided such weaponry. is ^_ surfacc missxles to the ku 
Spared to supply ; -^nofhave ^^f^^^ore- 

^^fnUTa^lJr.^- «Sr v SiSr^ country 
over, through packages- c °™P^ satisfy some of its 

„i-c- the ROC could proDaoxy v;ould be 

ffiffc ^aval -uirements^ X ational market, 
readily available to ™ , tical efficiency, "ever 
SrSi^ coun y 5».j- g -^^ffnd "I not ibie 
^rcc^l/reduce our\ey role in maintaining 
TOC military deterrent. 

2^-2^1-1^^^ , - cal difficulties 

Thc .ROC has had no serious --ologica q£ us 

e^pmeM^ 
absorbing any of trie w<- ^ 
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options presented later in this paper. Present 
projections indicate that Taiwan's economic resources 
would be sufficient to permit purchase of certain 
new weapon systems even in the event of drastically 
reduced FMS and Excess Defense Articles availabilities. 
Over the next five-year period, however, the capability 
of the ROC economy to support continued increases in 
defense spending at past rates will diminish. Moreover, 
the ROC would have to greatly reduce the size of its 
bloated army .and would have to sacrifice much of its 
current economic infrastructure program if it were to 
try to greatly improve its current military capabilities 
vis-a-vis the PRC*. (A discussion of ROC Economic Cap- 
abilities is presented in Annex A.) 
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II 

PRC Military Threat to Taiwan 

Although political factors will play an even 
greater role in determining our position on supply of 
military equipment to the ROC, the strictly military 
aspects of Taiwan's security and the ROC ' s preoccupation 
with these must be considered. The PRC military threat 
to the ROC as summarized below and discussed in Annex B 
assumes that there will be no change in the PRC-USSR 
confrontation; that the PRC will neither use nor 
threaten to use nuclear weapons in invading Taiwan; 
and that the US will not intervene at least initially 
in the event of a PRC attack: 

1) The Sino-Sdviet border confrontation is a 
major constraint on Chinese military resources. 
This confrontation will continue to tie up more 
than 40% of the PRC ground and air forces and 
the strongest of its three naval fleets — the 
North Sea Fleet — for an indefinite period. 
Nevertheless, the remaining available PRC 
forces would be sufficient to overcome ROC 
defenses; 

2) The PRC Air Force could gain air supremacy 
over the Taiwan Strait in a period of perhaps 
two or three weeks although only by accepting 
extremely high losses to the more sophisticated 
but considerably smaller ROC Air Force. Such 
losses would gravely compromise Peking's air arm. 
This assessment assumes the completion of the 
ROC's co-production program of 100 F-5Es and the 
provision of adequate hardening and anti-aircraft 
artillery and missiles for key ROC air defense 
assets; 

3) The PRC, utilizing only units of its East Sea 
Fleet, would establish naval supremacy in the 
Taiwan Strait. If control of the air had been 
gained, this could be accomplished in short order, 
perhaps in a matter of days. Once such supre- 
macy is established, PRC naval forces could 
isolate the off-shore islands and effectively 
blockade Taiwan's ports. 
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^ n La r :h^ h l "rfnorLi a 1 V 9 !e y vo 6 t ea 90 tonon- m iU t ar y 

LCN s and wnicn ar fcQ have ^ and 

been established, 
tional more advanced aircraft. 
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ROC Force Composition 

Thc ROC's in-bllity to withstand « ^eterminec , PRC 
attack on its ov,n l«s neces sarily q T for 
contingency Plans under the Mutu forces 
active participation of US air ^ attac ^ Euch 
Taiwan's defense in the event o haye 

fanning, however, assumes that the RO ^ ^ 
to meet the first four to five day fc ^ diplo- 
„ith its own forces, g «^ «* assess the need 

^e^ent'of S involvemenfin'the defense of Taiwan. 

4-k nature of the PRC 
Given Taiwan's location, the nature^ ^ 

ROC military force would be: . 

wi» of withstanding attacks by ■ 
— a navy capable of ""^ e _ equi p pe d surface 
. PR C submarine ^faf P ^ P hibious forces in 

craft and of c °""^" n | c Air Force; 
coordination with the ROC Air 

.- a relatively small but mobile »* -£; gile6 
equipped ROC Army, -eluding surface ^^ £orce> 
for air defense, oacKea u*. 

ROC Deficiencies 

— ^— or ROC deficiencies in achieving such 

a military force are as follows. 

A _rr^e- -; -^-JThrcurrLf fo-production 

SSri-Mu Provi f th]1^ - e - y ^ -^completion 
combat capability for the next few y ^^ Force 
of this program, however, will and F _ 100 -s) 
°ith over 100 older aircraf t i« 1980 . s . In 
which should be replaced ^^^^^Lntinue to require 
af ie^t'somc Scathe/interceptors, a role now 
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. „ ilv need to be replaced 
filled by 36 F-KMG's. These also ^ emJing on P rx 

^ithfn &> n-^ h ^ R e cc t0 m ay C re y q ui--a foSlo-P aircraft 
capabilities the ROC ^ ^ igB0 . s . 

such as the IF n> ° vulnerable 

R 0C* F acuities on tjj^-^ ^^^^ 

to p RC bombardment and x Ltroduction o£ t«o batt f ^.^ 
aircraft sn °""?£°% urfa ce-to-air missile, of 

^L'^lrerdyTce^arproved by the USG and e ac qu u can system 

^lern'tntx-aircraft art 1 li e ry.such es _ add-on 

would help cor " C Ld control equipment ?«* <*■ ?^ 
^proved coBMnd and cont veBents in the air 

defense system, inciu y ary . 

operations center, are __ ^ 

De^LiS^tJiav^^ and 

ntva! defense def icioncies. 

proved electronic ^-^^.b^S to attac* 
°" ~ ££ S ty^mfs d siies? h but t£ ™st |f ectiv^ ip 
b c Ln h ter P «ou S ld S b y e fo> : ^ KOC ^btain te d 

roi ssiles such a| ««t«on construction of five been 

■^fe^^s-rMr: ess 

remedied witn i for sa i e to tw destroyers. 

the ROCAF, perhaps laser g ^ partlc i P ate 

Sin^an^mphtb^us attaC 
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OPTIONS 

introduction ' * 

Th e options presented below relate ^-^ 
supply of military equipment to .the hand ling the 

China policy objectives ^They rang.^ ^ £ , as 
issue in a manner designed w designed 

S SSSi: r^nfiarcrirthruslecurity cogent. 

The options were -^f- "p^JS"^^ ^ 
the ne xt three to ^* e »" £%? weapons to the ROC 

rUbe grealer^tne cSS^^^P*"^^^ 
^/weapons thrive. , JBo* f^^ of the relative 
our handling of this issue a nevertheless, their 

importance the US attaches ^ be asymmetric, 

reactions to what we do in ^ni* H gni ficant restric- 

^f Taiwan's security: tne ae ^ mc . flnd tne renaming 
relationship, our defense comm xt-jnt. nd^^ 
OS force presence. ^ r °^ ative importance can -- and 
l\\\ ^iS'JSrK.-5 -pending on events. 



Option X. C,^^^^^^^^^^- 
would completely ^^f^r the next three to five 
immediately, or ^dually over Access_W_Current 
years. Option II. ^f^ftH^rRO^icc^iTw^^place 

?yp S s_and_Levels, "^^/-ts inventory (e.g.. the F-5E 
sSroTTteHiraireaay in its invc y ext ended to 

program would be f^f^cent aircraft on a one-for-one 
replace additional ob ^""„ s would be authorizec,. 
basis) ; no new wea P°^ c S r cc ^UoJiewJieaoons.would at 
Option III. L i2^^-55 C 1 |§ £ | c | e iFT5 _ iolSe^dditional 
its lower range permit R0 C f" c ^ a s unlikely to . be ,, ps 

1% new weapons which we would oudg^ air . to -air missiles 
provocative to the PRC (e.g . v ran g C w e 

and possibly «»*P°° n ^^ekpons which run a higher risk 
would permit access to nc 
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would permit ROC ^ccssto^a broad range o 

systems (e.g., large number of laser gu 

and YF-16 or 17 aircraft as follow-on to * or.} . 

all of these options, even Option I, we would not 

interfere withV purchase. .from third coontrxes 

unless under exceptional circumstances, 

we might encourage such ROC purchases. 

We have considered these options in light of the 
following criteria: 

11 the impact on our objective of reducing 

X) SeSlitary component of Taiwan's security. 

,2) the effect on US-PRC normalization; 

3) the effect on Taiwan's confidence and 
stability; 

4) the deterrent effect against a PRC use of 
force to resolve the Taiwan issue; 

5) the effect on chances of ROC-PRC political 
accommodation; 

6) the ROC's economic and technological capabilities. _ 

upper range, ROC access w ° u ^ £ h cut-off would 
rconPlc^ ^acaitlc-na^ip^ S5 spare parts would" 
be authorized for sale to Taiwan. 
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Advantages: 

- would promote normalization of US-PRC 
rclot-.ions; 

- would impose least economic burden on the 
US and EOC; 

- upper range of option could ease PRC pres- 
sure for an abrupt arms supply cut-off . While 
offering ROC transitional period to adjust to 

new reality; 

- could be used as bargaining chip in 
negotiations with Peking; 

- although at the risk of chao. .on Taiwan, ^ 
would I urease pressures on ROC to see* a 

•tion with the PRC. 

Disadvantages : 

- would cause deep erosion of f = |onfidence, 
Xeading to ^"^S^^IaE&t. 

.- could cause PRC to' miscalculate °« ^en- 
tions with respect to Taiwan, tempting it to use, 
or more likely to threaten to use, deteriorate, 
Taiwan's defense capabilities rapieiy 

- would result in a'severe decline in our 
influence with the ROC; 

" S ° irnecesirtr^earUer^nrmorfsubstan- 
^.fSs role^rmeftinfour defense commitment in 
event of PRC attack; 
, - rcight prompt accelerated ROC efforts to 
develop nuclear weapons; 
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— could cause serious concern in other Asian 
nations dependent on the US; 

— would endanger US investment on Taiwan. 

Option II. Freezing ROC Access to Current Types 
and Levels 

This option would place new limitations on arms 
supply to the ROC in order to improve the climate for 
US-PRC normalization. Over a three to five-year period 
■it would involve an unmistakable deterioration of ROC 
military capabilities relative to the PRC. Under this 
option we would permit continued access to spare parts, 
replacement of equipment of items already in the 
ROC inventory and „ certain improved models made neces- 
sary by phase-out of weapons in the US inventory (e.g., 
F-5Es, improved Hawk missiles). Under this option no 
new weapons systems would be authorized. An illustrative 
list of the kinds of equipment which could be provided 
under this option is at Annex CI. 

Advantages : * 

— could for a time at least reduce arms 
supply as obstacle to normalization of US-PRC 
relations; 

— would for the next few years maintain 
. a credible ROC military deterrence; 

— would preserve some elements of our arms 
relationship with, the ROC as a bargaining chip for 
later use with Peking; 

— would reduce US economic burden; 

— could over time help convey to the ROC 
our interest in its seeking accommodation with the 
PRC. 

Disadvantages : 

— as departure from present practice would 
erode ROC confidence in US support, possibly leading 
to instability on Taiwan or to ROC moves which 
could complicate our relations with the PRC; 
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— could over time tempt PRC to threaten the 
use of force since disparity in relative military 
power in the Taiwan Strait area would gradually 
increase; 

— to extent ROC's self-defense capability 

is limited, would imply earlier and more extensive 
US role in the event of PRC attack; 

might prompt accelerated ROC efforts to 

develop nuclear weapons. 

Option III. Limited ROC Access to New Weapons 

This option is divided into a lower arid upper range. 
Under the lower range the ROC would not be permitted to 
obtain "controversial" new equipment; under the upper 
range we would permit limited acquisition of such 
equipment. We would define "controversial" as any major, 
new weapon which would be seen by the PRC as providing the 
ROC clear technological superiority or altering the 
current relative military "balance". Since we cannot be 
confident in assessing Peking's views, we would also 
have to take into account the role in the US inventory, 
and popular "image" of the weapon. 

Under the lower range ,we would permit the ROC to 
replace or modestly increase existing equipment (includ- 
ing F-5E aircraft) , and would also permit it to obtain 
new equipment which is not "controversial" (e.g., 
anti-tank missiles, certain kinds of ECM equipment, 
improved command and control systems for air defense; 
the Harpoon missile to. counter the rapidly* growing PRC Styx 
missile boat threat would be a borderline case). We 
assume the ROC would turn where possible to third-country 
sources for "controversial" weaponry and we would not 
interfere. Our objective under this lower range of equip- 
ment supply would be to maintain a balance between 
accommodating PRC sensitivies and fulfilling ROC needs 
for psychological confidence in its security. An 
illustrative list of the kinds of equipment which could 
be provided under this lower range option is at Annex C II. 

Under the upper range , we would permit the ROC 
to replace and modestly increase existing equipment, includ- 
ing a limited number of new equipment items the PRC might 
consider "controversial", but which would help to maintain 
ROC confidence in US intentions and in its ability to 
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deal witTIat it perceives to be , .«i ou. arrowing 
PKC capabilities "^^i^ equipment available 
sources of such " c °n"^ e |^i co ^ e lled to supply our 
to the ROC, we would not feel co £P e • within 
equipment. The objective Oould be to g .^ concerns 
limits, greater emphasis to ROC P y risk Qf pRC 
over its security, « h ^| |=f ^ ^ e arms supply area, 
displeasure over our actions in y _ ca se examina- 
„ e would have to make a ireful case by ^ extent 
ticn of all ROC quests keeping in siar might 
to which any weapons system is c ofcher 

well change, either over time or d og and the t 
changes in the relationships bet-e. ^^ provid th s 

Advantages : - 

- should be sufficiently reassuring to ROC 
(p articufar U ly d at upper range) to gj^t 
instability on Taiwan or acts o£ «=P cha nges 
r^/RSc^pflit^renvfr^en^ 

-. pro vides ^^volvfn^ Cnfna V 'po P l°icy . 
Sfprooabfe^h^ef i°n f o e ther V ele I nents of Taiwan- 

security; 

- would maintain credible, though gradually 
deteriorating, ROC military deterrent; 

- would inhibit PRC temptation to use force; 

- would provide the OS with a bargaining chip 
in later negotiations with the PRC- 

Disadvantages : 

problem; 
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~ might involve modest «J £ c ^ <f^ gradual 
ticularly^ at lowe: ^ang£ £ a^. fcy relative 
deterioration of ROL 
to that of the PRC . 

lines for judging specin 

economic capabilities; syst emS 



ic when weapon «< 

--vi ROC Access^p^Nev^eaEpns 

^P n X - — ~ ... „v„ onr. to atter 



An* ion IV - Suhstan3i^^_i^^ 

Option iv , _^ ^ ^ roc tQ attemp t 

not ig n ° r< r*: l n t "trious offensive "f^foption would 
from acquiring a seri ^ ^ under ih«op con _ 

is at Annex C IV. 

changes in its pux 



more 



__ g reater HOC capability^- *--£* 
direct US involvement in Taiwa 
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Disadvantages 



- would hinder normalization of US-PRC 
relations^ the wider US objectives assorted 
with it; : 

- would mislead ROC about US interest in 
achieving a peaceful resolution of the Taiwan 
probleHn keeping with Shanghai Communique; 

- strain in US-PRC relations would reduce 
the political deterrent against a PRC attack, 

- would place maximum burden on the ROC 
economy, and wLld require substantial new US 
financial assistance; 

- PRC would be likely to view this course as 
an increased threat to it, and might augment xts 

•own forces in the area; 

, m lead times involved would mean deliveries 
into ll^lUtlosot approvals within this period. 
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ROC Economic Capabilities 

The economic factors which will determine 
the amount and pattern of ROC defense expenditure 
over the next five years are those of GNP growth, 
budget allocation and foreign exchange availa- 
bility.- We do not anticipate that any of these 
will constrain the ROC from making planned defense 
modernization purchases. But uncertainties, par- 
ticularly with regard to foreign exchange availa- 
bility, make it impossible to say how much more they 
may be able to spend. 

For the past decade, ROC defense expenditures 
as a percentage of GNP have fluctuated around 9-10%, 
remaining below the benchmark of 10% believed to be 
the upper limit set by the government. Consequently, 
while the military burden remained heavy, rapid 
economic growth permitted large rises in military 
expenditures without unduly burdening the economy. 
Over the next five-year ;pericd, however, the 
capability of the ROC economy to support continued 
increases in defense spending at past rates will 
diminish. The run of double-digit rates of real 
ecoriomic growth enjoyed by the ROC in the past has 
ended. The projection for 1974 is 6-7%, and the 
GROC has signaled its acceptance of lower future 
growth rates in its New Economic Development Plan 
which projects an average annual rate of real growth 
of 8% through 1984 (see attached table). Moreover, 
the susceptibility of Taiwan' s. '.economy to interna- 
tional shocks will remain, as will her continuing 
dependence on limited sources of external finance, 
markets abroad for her exports, and imported raw 
materials. 

The current FY 75 budget reflects the govern- 
ment's determination to proceed with its planned 
defense program in spite of rising costs. Expendi- 
tures budgeted for defense have risen from $771 
million in FY 73 to $1.12 billion in FY 75 and are 
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have declined from 9.9% in- FY 73 to 8.6% (of pro 
jectcd GNP) in FY 75. Assuming annual rates or 

Economic growth of 7-9%, ""-f 1 ™"*,*?^^ 
penditures should remain at 8-8.5% of gnf rnruuy 
15 79 (when projected GNP will reach approximately 
$17.6 billion). It would be safe to assume that 
it is very unlikely defense expenditures would 
at a maximum - exceed the 10% (of GNP) barrier, or 
$1.76 billion in 1979. 

Foreign exchange expenditures on de rense, 
including debt servicing, totaled $207.3 ^" lon 
py 73 The foreign exchange cost of required 
material for the government's weapons acquisition/ 
modernization program over the next five years is 
projected at $1.15 billion, requiring an average 
■ Innual outlay of about $230 million (see table). 
However, debt servicing estimated at ?« millio 
FY 1975, is orojected to rise to $98 million oy 
1979 and As credits are expected to decline from 
WO million in FY 75 to $10 mi i ion in £ ^J^ 

government would Jj*^^ j£ .S^foSiJ. 

national credit financing ut cl ,w Q f fln tial reserves, 

on its international financial position. 

committed to ten manor inf rastruc _^/^ UD sharply 
approximately $6 billion, energy costs are up snarp y 
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and overseas inflation rates are far from predictable. 
Illustrative of the fluctuations made possible by 
these factors is the $1. 45 -billion turn-around — 
from a $700 million surplus to a $750 million deficit 
in the ROC trade balance projected for 1974. Thus 
we can only suggest caution in using estimates of 
foreign exchange availability, the principal con- 
straint on future weapons acquisition. 

Clearly the ROC would have little difficulty 
in meeting the cost of US purchases contemplated 
in Option II. The ROC's projected resources are 
also adequate to meet the costs associated with 
Option III, though some strain would be likely in 
the upper range of J this option. Option IV would 
almost certainly require substantial and continuing 
drawdowns of foreign exhcange reserves. VJhile some 
foreign exchange for this purpose is likely to be 
available, the leeway for additional purchases be- 
yond those planned will be sharply circumscribed by 
energy. costs and inflation abroad and other important 
demands at home. 



TOP SECRET/SENSITIVE 



Mf\ 



in < 
co 2; 



\ 



mo 

vO O 



o 
in 




m o 
00 o 

CSrH 



OO 



o 00 
oa 



& 



in 
00 



I 



in 



CO 



O T 
CO CO 
CM 



in 



vo o 



CO o 

in 



3 



m vo , 



o 
co 












at 




tn 



I 



■8 
8 



S3A10UV 1VN0HVN >IUV 030OOOIM )U 



S 



i 



•■3 




DECLASSIFIED 



mreoouceo At tk K*noMi. «»o*vts 
TOl' =r=^ 



JS 



/E 




LQIia \J *- •■ * — DPP 

As . result of the Si --^-^^U^ 
m ilitary forces ^P lo f e ^ , tanchou . and Sinking along 
regions of Shenyang. Pekin <3- not available for 

the Sino-Soviet border are P th<j ma:inlan d. Ele 
any direct assault on Taiwan et ate 

ments of naval forces in the North soroe units 

sffis asswre^-.j; -jbss. — « 

Island incident. The 101 



Ground Forces 
Air Forces 
Naval Forces 

(North Sea Fleet) 



1.6 million 

2,000 (fighters and bobbers) 



29 subs, 6 main surface 
force units. 44 ■»■•£» 
boats, 78 torpedo boats 



PRC^orces_Ayailable_ior_Rttack 



_ E::r C P g Availaoie ^ _^ ■ attack 

^ remaining PRC forces are available^ an g 
on Taiwan and Pescadores Kbout manpoMer pool from which 

Taiwan include at least: , 



on 



Ground Forces 

Naval Forces 
(East Sea Fleet) 



Air Forces 




22 submarines 
3 main surface 
force vessels 
79 missile boats 
106 torpedo boats 

2200 fighters and 
bombers: 

970 MIG 15/17 
air defense 
fighters 
" 900 MIG-19 air 
defense fighters 
100 IL-28 bombers 
TO^SE^RETZSENSITIVE 



1977-I979, (est) 

950,000 

30-35 submarines 
16 main surface 

^riirmfssfle boats 

110 torpedo boats 

2500 fighters and 
^inriudingapp^xi- 

^defense fighters 
■^ 430 F- 9 ground 
attack, fighters 
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1974 



2. 



120 F-9 ground 

and attack fighters 

40 TU-2 bombers 

70 MIG-15/17 ground 

attack fighters 

dements of the south Sea F leet «ould b e avaiiabXe 
for augmentation as required. 
Scej«rio_fot_D^ectJ iS jault 

A successful •*«!LSori^S^S2 ,l S ii «« 
J»t only »t <™*?.f K«rift u»« =»" " , L.V*i s ; w 

strir« •ssiA- «»« « - —'■ 

«* 4-Vip ROC air threat, x-"^ 
Following neutralization of tne iminate the 

large PRC East Sea Fleet » u " q ^t^y. The East Sea 
e less well-equipped ROC Navy. ^ 

F^et alone could provide : limited Jjree^.g 

5ss ^ins^rss Tai wan by ~. 

Fr om the Pool of so m e 9 5 000 .on f^^ortion 
a „ amphibious assault on »w» * si all thirty 

about 100,000 -- ??»"*£"; and some 500 small 
of the Davy's amphibious ship divisio ns or 30,000 

fnS/troops ^^^^1-^.^^. . d 
Sported ^ripSS^SpS troops could ^rried 

several days - g^^ggy^ each of 

— of the « ^5^f f mi h sfiles- SSl1 ^' 
the 24 Hawk launchers has 
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I„ mounting the amphibiou assault the Chine^ 
would probably use the^r lmited ^^-off a landing 
paradrop an airborn, re, nt t o^elP^ air _ li£ted 

beach, to seize an a "5" „a tions , or, if an 

landing or air resupply °P era ?""L d t0 capture and 

aamtniltrative Ending were planned to.^ P^ 

hold a port in Taiwan "receive ^ small airborne 

0„ the ° th f .f^i^^fsolatea anl eliminated by a 
force could be quicKxy -^ force, 
numerically superior opposing force. 



fippnario for Blockade 



In order to-trtll.^'f^.J^^.. 
Taiwan, it would be necessary to neu scenario for 
air and air defense «*P»f ^l^ef s missile boat force 
direct assault. The Ea |t ^ Fie ch i n men and 

and small P atEol , cr ^ t r £° u ppi y of forces garrisoned on 
Matsu and prevent sea ^supply its equl p P ed 

navy. 

The situ^^-ion in 1977-1 979 

In three to five years fj™ ^afn^ould'be 
successful attack, a "hough still » ^Ues and 
improved by the acquisition |l rcra ft. The ROC air 
D y additional more a ^anced arrcrat Qf rlng 

force, on the other ha ^l .^"hing the PRC is likely 

1979 for deployment against 

. +-^0 prc and 



the PRC and 



The disparity in c^iUtl- betwee^ the^can 

ROC navies will P' obab ^"t trend continues, the East 
five years. If th f. c ^f ft"!" submarines, four HSF 
Sea Fleet alone will add » ™ „ nava i units 
Tit., and 22 to 40 ^^^an'anU-ship and anti-air 
probably will be equipped with an bufc th 

derail ravfis^ipectf/trgrow more slowly than the 

PRC navy. 
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PRC amphibious capabilities probably will not 

their small force, which consists mainiy °* 
landing craft, mostly 30 years of age or older. 

rhl ' na 's airlift capabilities almost certainly will 

s syss.'s* A S3 br™ r»s: 

navy, will grow at a taster h greater than 

naval fleet. 
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ANNEX C I 



OPTION II - FREEZING ROC ACCESS TO CURRENT TYPES AND LEVELS 



The following is an illustrative list of the 
kinds of Iqulpmcnt which could be made available to the 
ROC under Option II: 



Item 
F-5E aircraft 



F-104 aircraft 



High speed patrol 
boats (not hydrofoils) 



Improved Hawk battalion 



S2E ASW aircraft 



Comment 

completion of present co-produc- 
tion program of 100 and addi- 
tional aircraft but only to 
replace older models on one- 
for-one basis 

as replacement for currently 
held F-104' s or other models 

5 authorized; no additional 
except as replacements; 
Harpoon missiles not provided 

already approved; no increase 
beyond current one battalion 

sale of 16 approved; no addi- 
tional except as replacement 
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ANNEX C II 

OPTION III - LIMITED ROC ACCESS TO NEW WEAPONS 
" LOWER RANGE 

The following is an illustrative list of the kinds 
of equipment which could be provided to the ROC under 
the lower range of Option III: 



I 



Item 
F-5E and F-5B aircraft 

AIM 9E and AIM 9J air-to-air missile 
HH-3E helicopter 



High speed patrol boats, 
but not hydrofoils 



Harpoon Missiles 



MK 46 torpedo 
S-2E aircraft 

Improved Hawk Battalion 

Vulcan air defense artillery 
Vulcan/Phalanx air defense artillery 
Improved air operations center 
9-2 aircraft 

UH-1H helicopters 

TOP SECRET/SENSITIVE 



Comment 

in addition to 112 air- 
craft already approved 



long-range search and 
rescue 

up to 5 already approved; 
would approve up to 
additional 10 

would have to care- 
fully consider the 
implications of provi- 
sion on normalization; 
failure to provide Harpoon 
would encourage ROC to 
attempt to obtain sub- 
stitute weapons from 
third country source to 
counter the rapidly 
growing PRC Styx capa- 
bility 

for ASW use by surface ships 

for ASW use; sale of 16 
already approved 

one battalion already 
approved; could approve 
two additional 

for ROC Army 

for ship board installatic. 



i ! 



for forward air control and 
observation for ROC Army 

in addition to 100 already 
authorized 
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ANNEX C III 

OgTIQN HI - LIMITED R Q C ACCESS TO NEW WE APONS 

UPPER RANGE ' 

Annex"™" (aTthoL h** ^ ° f e * ui P™nt l"ted in 
in addition: 9h ^^ ln greater ™^s) and 



Item 

Harpoon anti-ship missile 
or laser-guided bombs 

C-130-H transport air- 
craft 

C-131 transport aircraft 
SH-21 helicopters 

ASROC (anti-submarine 
rocket) 



Comment 

to counter the rapidly grow- 
ing PRC Styx capability 

to replace current fleet 
of C-119 transports 

same as above 

for ASW and anti-ship missile 
defense 

anti-submarine missile launched 
from surface ships with 
homing torpedo 
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ANNEX C IV 



OPTION IV - SUBSTANTIAL ROC ACCESS TO NEW WEAPONS 

Would include all items of equipment in 
Annex C II and III, and in 'addition: 



Item 

Improved follow-up fighter 
aircraft 

All-weather fighter/ 
bomber 

Improved reconnaissance 
aircraft 

MK 37 Torpedos 
P-3 ASW aircraft 



Convert selected destroyers 
to guided missile destroyers 

Harpoon anti-ship missile 



liaser-guided bombs 



Comment 
could be YF-16 or YF-17 

probably F-4E 

probably RF-4C 

for use by submarines 

•P-3 is four-engine, 
long range and long 
endurance aircraft 



would be provided even 
if similar weapons were 
available from third 
countries 
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